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THE LIMIT OF BUDGETARY CONTROL 

BY FRANK J. GOODNOW 
Columbia University 

The limit of budgetary control becomes a legal question only where 
the attempt is made by a written constitution or a statute to distinguish 
between powers of a policy determining character which are vested in a 
budget making authority and powers of a policy executing character 
which are vested in an authority possessed of executive or administra- 
tive fimctions only. The questions to which a discussion of the recip- 
rocal relations of such independent authorities may give rise are in the 
case of the national congress and of a state legislature, constitutional 
and therefore legal in character. Nevertheless they are not of a justi- 
ciable nature, since neither the congress nor the state legislature is 
subject from this point of view to the control of the courts (see United 
States vs. Gratiot, 4 How. 81, where it is said: "A specific appropria- 
tion could not be diverted from its object"). The national congress or 
a state legislature may, therefore, in the absence of specific constitu- 
tional limitations grant to the administrative authorities, to which is 
entrusted the expenditure of public moneys, very great discretion in 
such expenditure, both from the viewpoint of the period of time during 
which the expenditure may without further authorization continue to 
be made and from that of its purpose or of the object for which it may 
be made. Or on the other hand, the budget making authority may pre- 
scribe the period of availabiUty of each appropriation, or the specific 
purpose or object of expenditure in such detail as to make the function 
of administration a merely ministerial one. Thus either the general 
law or an appropriation act may provide that the sums granted shall 
be available for a single year or that the expenditure of such sums shall 
be made at a uniform rate during the period of availability. Thus again 
either the general law or the appropriation act or the two together may 
fix both the amount which may be expended for specific objects of 
expenditure and the character or number of such objects. This is quite 
common practice in the case of the appropriation act of congress for the 
expenses of the departmental services at Washington. This act states 
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in great detail the salaries which may be paid to different classes of clerks 
and the number of clerks in each class. 

Where the attempt is made on the part of a budget making authority 
to descend into great detail in its appropriation acts the spirit if not the 
letter of constitutional or legal provisions which attempt to distinguish 
legislative from executive power is really violated. For the executive 
authority is shorn of discretion in the exercise of its powers and is 
reduced to a position of complete dependence upon legislative caprice. 
No better example of the complete destruction of executive independ- 
ence accomplished in such a manner can be adduced than the position 
to which the governor was finally reduced in the former colony of New 
York where the assembly persisted in appropriating their salaries to 
colonial employees by name. Through following this practice the colo- 
nial assembly practically assumed to itself the power, which it did not 
theoretically possess, to appoint the employees of the colonial government. 

In the case of cities and other local bodies, however, the law may 
expressly grant to an administrative authority the complete control and 
management of a specific branch of administration while reserving to a 
budget making authority the right to determine the amount of money 
which such administrative authority may spend. In such case if the 
budget making authority attempts to specify the amounts that may be 
expended for particular activities or for specific objects of expenditure 
by the administrative authority having the control and management of 
a given branch of administration, a question justiciable by the courts 
may arise in case the administrative authority having by law the control 
and management of the branch of administration fails to observe the 
limitations imposed upon its powers of control and management as a 
result of the segregation of appropriation items. 

It is remarkable, however, that there are few if any cases deciding 
what is the power of control which a budget making authority possesses 
over the exercise of the powers of control and management which may 
have been granted to some other authority of the government. 

The almost complete absence of decided cases with regard to the power 
of budget making authorities is explainable on one of three hypotheses : 

1. Budget making authorities have not attempted through the exer- 
cise of their powers to control the discretion of administrative authori- 
ties granted to them clearly by law, or 

2. Administrative authorities have violated with impunity the 
restrictions which budget making authorities have attempted to impose 
upon the exercise of such discretion, or 
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3. A modus vivendi has been reached which has been observed by both 
classes of authorities. 

But whatever may be the correct hypothesis the question is neither 
interesting nor important except to the student of administrative law. 
The important question is, assuming that budget making authorities 
are practically omnipotent from the viewpoint of legal authority, what 
should in the interest of good administration be the limits within which 
they shall actually confine their action? 

An examination of appropriations which are commonly made by 
budget making authorities will show that the ordinary limits imposed 
upon the expenditure of pubhc funds aifect (1) the period of authoriza- 
tion; (2) the character of the activity; and (3) the object of expenditure. 

/. The period of authorization. An appropriation which is not limited 
as to the period of its authorization is usually spoken of as a permanent 
appropriation. That is it authorizes the expenditure of money under 
it until the budget making authority repeals it. No positive action 
is necessary to continue it in force during succeeding budgetary periods. 
An appropriation may without being permanent be made by the budget 
making authority available during a period longer than the ordinary 
budgetary period. If that is a year the period prescribed may thus be 
two, three, four or any specified number of years. 

Usually the purpose of prolonging the period of authorization beyond 
the usual budgetary period is to provide a greater stability for the govern- 
mental activity for which the appropriation is made. This is done either 
with the idea of strengthening the confidence of private individuals deal- 
ing with the government or of permitting the administrative authority 
having control of the appropriation to make comprehensive and con- 
tinuing plans. It is for this reason that the interest on the public debt 
is usually provided for by a permanent appropriation. It is also for this 
reason that the expenses of an administrative service whose existence 
and operation are deemed vital to the very existence of the nation are 
sometimes provided for by permanent or quasi-permanent appropria- 
tions. Thus in Germany the expenditures for the army are provided 
for by appropriations which continue without interruption for seven 
year periods although the ordinary appropriations are made for annual 
periods. Thus again in some of the states expenses for either general 
or particular educational purposes are based on permanent law which in 
some cases leaves the amount of the appropriation indefinite in that 
provision is made merely for a certain rate of tax to be imposed on a 
varying assessment valuation. 
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What activities should be provided for by permanent or quasi- 
permanent appropriations is naturally dependent upon the peculiar 
conditions of the particular country, state or city. It is always, however, 
to be remembered that the more permanent the appropriation the more 
removed from current legislative control is the branch of administration 
which has such an appropriation. Furthermore the greater the number 
of such services, the greater will be the difficulty in securing uniform 
treatment of similar administrative problems inasmuch as the absence 
of uniformity in control is apt to bring about diversity in practice. 
A common result of such appropriations is inefficiency and extravagance 
if the appropriation is in excess of the needs of the service concerned or 
inadequate provision for the progressive development of the service if 
the appropriation is insufficient in amount. The reasons for according 
such a position of independence to an administrative activity must 
therefore be cogent. 

2. The character of activity. Most governmental services are entrusted 
with the performance of several more or less defined activities. Thus a 
school board may carry on primary schools, kindergartens, grammar 
schools, high schools, trade schools, normal schools, etc. Instruction 
may be given in special lines, such as music, drawing, manual training, 
etc., which may require the services of special instructors. In such 
cases a city budget making authority may grant to a school board a 
lump sum for the entire service of the schools, or it may appropriate 
the money granted in such a manner as to segregate the items of appro- 
priation for the particular activities attended to by the school board. 
Whether it shall do the one thing or the other depends of course upon 
the answer to the question whether it is better to entrust the expendi- 
ture of school moneys to a special authority having peculiar knowledge 
of the needs of the schools and little if any knowledge of the financial 
resources of the city or to give to the latter authority, because it has 
knowledge of the city's financial resources the right to determine in more 
or less detail the purposes for which school moneys may be spent although 
it cannot in the nature of the things have much detailed knowledge of 
school needs. Generally the answer of the American people to this 
question has been in favor of the administrative authority; i. e., the 
school board rather than in that of the budget making authority, i. e., 
the city council. This answer has been, however, due to other reasons 
than the desire to fix proper limits to budgetary control. Our municipal 
administration generally has been so honeycombed with partisan poli- 
tics that a large independence has been given to school administration 
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in the hope of freeing it from the pernicious effects of partisan political 
considerations. If, however, such influences were eliminated from our 
city governments, it might well be that city school administration in 
this country would be treated as one of several well recognized branches 
of city administration. 

Even at the present time it is sometimes provided by law that city 
school boards which possess large discretion hi the expenditure of moneys 
appropriated shall submit to the budget making authority detailed 
estimates for school needs. This would seem to be the principle whose 
application is desirable whatever may be the powers possessed by the 
budget making authority in the matter of segregating items of appro- 
priation. For it is' only as a result of a consideration of the detailed 
estimates of an administrative department that a budget making 
authority can reach an intelligent judgment as to the total amount which 
should be spent for the activities under the control of such department. 
The demands for municipal expenditure at the present time have become 
so numerous and so insistent that it is difficult for a city budget making 
authority to determine -without detailed estimates for detailed lines of 
work what sum shall be expended for any general activity. In our 
present stage of municipal financing a budget making authority cannot 
thus compare the school budget as a whole with that of the health 
department as a whole. It must choose, for example, between the 
extension of high schools on the one hand and that of contagious diseases 
hospitals on the other. What is true of a city budget making authority 
is just as true of congress or a State legislature. Intelligent budget 
making must be based on detailed estimates, so classified as to show the 
amoimts estimated for specific activities. 

It may therefore be said that a budget making authority may properly 
extend its control of appropriations to the point of defining with a con- 
siderable degree of particularity the activities for which public moneys 
shall be expended and the amoimts of money which shall be expended 
for the particular activities defined, unless there are pecuUar reasons, 
as have been beUeved to exist in the case of schools, for according to 
administrative authorities a large degree of independence. If the exact 
specification of the amounts assigned for the carrying on of kindred 
activities by a practically imi-functional administrative authority such 
as a school board deprives such an authority of so much discretion as to 
be productive of administrative inefficiency it is an easy matter to append 
to the specific appropriations the permission, accorded ordinarily by the 
United States agricultural appropriation act, within the general limits 
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of the appropriation to vary the particular items of appropriation by 
adding to one such item and deducting from another such item a speci- 
fied percentage such as ten per cent. 

S. The objects of expenditure. Appropriation acts very commonly 
endeavor to limit the availability of appropriations by providing that no 
more than certain siuns, or exactly certain sums, shall be expended for 
particular objects. This limitation is perhaps most commonly made 
with regard to salaries and wages. It is also often foimd in the shape of 
a maximum in the case of the purchase of real estate. It may perhaps 
be justified in this latter class of expenditure because of the large amounts 
which the purchase of real estate frequently involves. It is doubtful, 
however, if it is justified in the case of most other 6bjects of expendi- 
ture. It is more than doubtful whether it is ever justified in any such 
case except where it is imposed as a hmitation of the maximum expendi- 
ture which may be incurred. For the absolute fixing in an appropria- 
tion act for example of the exact number of employees in each salary 
grade takes from the administrative officer the opportunity to make a 
record for himseK. If all his lower salary grades are full he may be 
obUged by such detailed appropriations to make an appointment to one 
of the higher salary grades which may be vacant, although he may be 
convinced that one of the lower grade salaries is sufficient compensation 
for the work which is to be provided for. 

This much can be said, even though it may be admitted that it is 
desirable that salary schedules provided by general law shall be so fixed 
and the discretion of administrative officers so limited that work of the 
same grade in all lines of activity shall be paid at the same rate. For an 
appropriating body is not the proper authority to determine the salaries 
which shall be appended to particular positions. It should have and 
exercise the right to determine the lump sum to be expended for salaries 
and wages necessary for a particular line of work. This power it must 
exercise in order that its financial control may be effective. But it is 
not possible in the hurry which usually attends the passage of appropri- 
ations for the body in charge of them to give sufficient time or thought 
to the determination of the question what salaries are proper for par- 
ticular classes of work. 

An appropriating body should therefore in no case fix beyond the 
possibility of change by an administrative officer the exact number of 
the employees of the particular grades. It should content itself with 
determining the maximum amount to be expended for salaries and 
wages for a particular work and grant to the administrative officer the 
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right so to distribute the amount as he sees fit subject to the hmitations 
contained in the general law as to the compensation to be paid for par- 
ticular grades of work. Only where such a method has been adopted 
is the highest possible degree of administrative efficiency attainable. 

What has been said with regard to salaries and wages may be repeated 
with regard to most other objects of expenditure. The budget making 
authority should, if it feels that it should exercise any control over this 
class of expenditure, content itself ^ath fixing the maximum sums which 
may be spent for each class of objects. It is only through the adoption 
of such a method of appropriation that what is sometimes spoken of as a 
cost data budget may be developed. By this is meant a budget which 
bases its appropriations on the theory that there is a certain amount of 
work of a specific kind to be done and frames these appropriations in 
such a manner that wide freedom in their expenditure is accorded to 
administrative officers who are, however, obliged to render a detailed 
account of their actions. 

It may perhaps be desirable that expenditures which are to be made 
in particular localities such as expenditures made from a general budget 
for local public improvements such as buildings or streets or other 
things of this general character should be treated somewhat differently. 
Here the needs of a reasonably symmetrical local development may make 
it necessary to limit the discretion of administrative officers as to the 
choice of the localities in which public funds shall be expended. This is 
particularly true of the expenditures of the national and state govern- 
ments but may be applicable as well to those of cities of large size. But 
even in these cases the limitation in great particularity of the locality of 
expenditures may be and often is accompanied by such abuses, such as 
extravagance and local favoritism, as to overcome any advantages by 
which it may appear to be accompanied. In these cases it would be 
far better to adopt by permanent law a comprehensive plan and to 
appropriate to the administration for the carrjang out of this plan lump 
sums, subject to a limitation such as is again to be found in the United 
States agricultural appropriation, that no more than a certain percentage 
shall be spent in any one local district. By such a method log rolling 
would be largely eliminated, expenditures would be more efficiently 
made, particularly if the permanent or quasi-permanent appropriation 
idea were combined with it. For in this way comprehensive plans for 
future work could be formulated which would provide sufficiently for 
local needs. 

What has so far been said as to the proper limit of budgetary control 
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has been said from the point of view of administrative efficiency. There 
is, however, another point of view from which the subject may properly 
be considered. This is that of legislative control. For while it is 
desirable that the administration shall be efficient, it is equally desirable 
that it shall be subject to popular control. This control can in the nature 
of things be exercised only by a body like the legislative body, represen- 
tative of the particular local districts which together form the entire 
country, and therefore representative as well of the entire country. 
Under a system of government which like the American system lays 
great emphasis upon the separation of legislative and executive authority 
it is, however, extremely difficult for an effective legislative control over 
executive action to develop. For the only direct personal control which 
the legislative body may constitutionally exercise over the executive is 
to be found in its power to impeach executive officers. This method is, 
because of its cumbersomeness and its slowness, inapplicable for the 
purposes of an effective current legislative control. 

The only means under our system of government that is really avail- 
able to the legislature to influence and control effectively executive 
action, is to be found in its power through appropriation acts to limit the 
executive's freedom of action. For through these acts the legislature 
may, if it sees fit, control the extent and methods of executive activity 
by determining both the purposes for which money may be spent and 
the amounts which are available. This is therefore the method to 
which resort has been had very commonly in this country. In its desire 
to exercise an effective control over executive action, the legislature has, 
however, often failed to consider the loss of efficiency to which the 
resort to this method of control inevitably leads. For appropriations 
have frequently become so specific and detailed in character as to 
deprive administrative officers of that degree of discretion which is 
necessary for efficient administration. 

The question, therefore, presents itself how may the demands for an 
effective legislative control over executive action be satisfied without 
sacrificing administrative efficiency? It ma\^ be assumed that this con- 
trol will be based on the power to make appropriations. For, as has 
been said, it is only through the exercise of this power that a legislative 
control over the action of an executive otherwise constitutionally inde- 
pendent of the legislature can be developed. It is believed that the 
demands of legislative control and of administrative efficiency will be 
reconciled if provision is made for the rendering to the budget making 
authority by administrative authorities of such detailed, comprehensive. 



76 PROCEEDINGS OF THE 

intelligible accounts of expenditures and of work done as will permit the 
budget making authority to reach an intelligent judgment both as to 
efficiency of administration and as to conformity by the administrative 
authorities to the expressed will of the budget making authority. If 
such accounts were presented at the same time as the estimates of expen- 
ditures for the future, and if such accounts and such estimates were 
classified and arranged along the same lines both in their siunmaries and 
in their details, it is believed that the budget making authority could 
easily determine whether the administration had been efficient and 
whether it had in its actions carried out the legislative mandate. On the 
basis of such expenditure accounts and such estimates and on this basis 
alone may a cost data budget such as has been mentioned be developed. 

Suppose now that after considering such reports and such estimates 
the budget making authority were not convinced that its mandates had 
been heeded or that the administration had been efficient, the question 
will naturally be asked what can the budget making authority do? 
There are practically only two things. These are, first, it may specify 
items of future appropriations in great detail with the result of so 
diminishing administrative discretion as to impair administrative 
efficiency. This is what has been done in the past. Or, second, it may 
express its disapproval of the administration by cutting down or 
refusing altogether appropriations for those services which in its opinion 
have been unsatisfactorily managed, and by continuing in this course 
until those persons in charge of administrative services who have been 
found wanting have severed their connection with the government. 

It is of course, true that the adoption of the second alternative by the 
budget making authority would constitute a serious inroad upon the 
principle of the separation of executive and legislative power. At the 
same time it can hardly be denied that some such arrangement is the 
only one which gives promise of permitting administrative authorities 
to exercise a degree of discretion sufficient to insure the most efficient 
action and of securing the exercise by the legislature of an effective 
control over the executive without which real popular government 
can with difficulty be maintained. It would naturally be difficult to 
apply such a method of control to administrative authorities owing their 
positions to popular election rather than to executive appointment. 
But the abandonment of the elective idea is coming more and more to 
be admitted as necessary both from the point of view of popular control 
and from that of concentrating executive responsibility and increasing 
administrative efficiency. The success of the "short ballot" movement 



AMERICAN POLITICAL SCIENCE ASSOCIATION 77 

on the one hand and the increased concentration of city government 
through, e. g., the adoption of the commission form on the other, are 
both evidence of the rapidity with which formerly ahnost vmiversally 
accepted ideas as to political organization are being abandoned. Is it 
too much to hope that similar considerations will lead us to give up our 
adherence to the principle of the separation of powers, as it has been 
understood and applied in the past? It would seem that as a result of 
its appUcation we have already suffered sufficiently both in the ease of 
our constitutional development and in the efficiency of our administra- 
tion. The air is now ringing with the demands of the people, both for a 
better adaptation of our political system to present day needs and for an 
organization which may efficiently discharge the vastly increased tasks 
which must be assumed by the government. It is certainly not improper 
to insist that we shall emancipate ourselves from the dictates of a theory 
which, whatever may have been the reasons for its adoption, has ceased 
to be applicable to modem conditions, and that we shall attempt to 
solve our problems in view of the facts of life as they now present them- 
selves to us. 



